Shortly after this interview, von Papen who had for some
months been sulking on his estates in Westphalia, when
not junketing in Paris with the leaders of the French Right
such as Paul Reynaud and Francois Marsal, with whom
many whispered confidences and hopes had been exchanged,
appeared in the Chancellery and appealed to Briining to
admit into his Cabinet a few members of the Right, fitting
in where most useful, certain leading members of thy?
Nationalists and the National Socialists. Briining would
not hear of this, and from this time an open breach between
the two led to an intrigue among the Palace clique which
resulted in his ultimate dismissal by Hindenburg, and
brought about a new phase in German politics resulting
in the formation of the Third Reich.

The world depression hit Germany harder than any
other country. To pay reparations she had either to borrow
or to increase the margin of export trade. Leading up to
the crash in the summer of 1931 she had done both. Her
manufactured goods had been dumped in every country
in a feverish effort to pay dividends on her foreign capital
and to contribute to the reparation and loan fund. Crisis
abroad had contracted markets, and factory after factory
closed down, bringing down with them the banks and insur-
ance companies, which had financed industry beyond the
scope of pure banking functions. This has always been a
weakness of the German banking system, and explains why
a trade crisis caused a bank crisis more readily than in any
other country. The scandal of the North German Wool
Concern caused the failure of the Darmstadter Bank and other
similar causes depleted the Dresdener Bank so badly that
the Government had to rush to its rescue by subscribing
for three hundred million marks of new preference shares.
The flight from the mark had begun. On 13 July the
Government closed all the banks, after guaranteeing
depositors, and the stock exchanges shut down.
A flight of foreign capital from the Reich began and the
Hoover Moratorium, under which a standstill for one
year was provided for, came too late to prevent a real crash,
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